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SUBJECT:CONSULTATIONS WITH ISREAL ON GSP UNDERSTANDING 

1 . ON JUNE 8 AND 9, US DELEGATION HEADED BY ASSISTANT STR 
LANDE MET WITH DELEGATION HEADED BY DR. COHEN, ASSISTANT 
DIRECTOR FOR TRADE IN MINISTRY OF INDUSTRY, TO DISCUSS GSP 
UNDERSTANDING OF 1975 AND MTN. MTN DISCUSSIONS COVERED IN 
SEPTEL. 

2. COHEN STARTED BY STATING THAT IN ISRAELI VIEW, 1975 GSP 
UNDERSTANDING WAS UNBALANCED IN FAVOR OF US. ISRAELI SIDE 
THEN PRESENTED EIGHT TABLES SUPPORTING THIS VIEW. BASIC 
POINT WAS THAT IN 1977, WHILE MEMO OF UNDERSTANDING COVERED 
$162 MILLION IN 1977 US IMPORTS INTO ISRAEL, US GSP ONLY 
GRANTED TO $146 MILLION OF ISRAEL IMPORTS TO US. THUS 
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BALANCE WAS IN US FAVOR. US SIDE POINTED OUT THAT IN FACT 
COHEN WAS COMPARING APPLES AND ORANGES, SINCE UNDER GSP 
ISRAELI IMPORTS RECEIVED PREFERENTIAL TREATMENT, WHEREAS 
UNDER MEMO OF UNDERSTANDING US IMPORTS ONLY RECEIVED EQUAL 
NON-PREFERENTIAL TREATMENT WITH SIMILAR IMPORTS FROM EEC, 
AND THAT ACTIONS TAKEN UNDER THE UNDERSTANDING WERE UNILA- 
TERAL ISRAEL ACTIONS, NOT RECIPROCAL. 
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3. AS A RESULT OF THIS IMBALANCE, ISRAELIS PROPOSED THAT 

SEVERAL CHANGES BE MADE. FIRST WAS THAT ADDITIONAL 
PRODUCTS OF INTEREST TO ISRAEL BE ADDED TO US GSP. 

ISRAELIS PRESENTED LIST CONTAINING ABOUT 50 PRODUCTS, 
INCLUDING A LARGE NUMBER OF CHEMICALS IN TSUS 407.85 AND 
FLAT GLASS ITEMS FROM TSUS 542.31. US SIDE REFERRED 
ISRAELIS TO PETITION PROCEDURE FOR GSP ADDITIONS, BUT 
CAUTIONED AGAINST ASKING FOR CLEARLY SENSITIVE ITEMS IN US 
MARKET. 

4. SECOND ISRAELI PROPOSAL FOR CORRECTING IMBALANCE WAS 
THAT PRODUCTS LISTED IN SECTION 503 (C) OF TRADE ACT, 

WHICH ARE EXCLUDED FROM GSP, ALSO BE EXCLUDED FROM THE 
UNDERSTANDING. THIRDLY, ISRAELIS SUGGESTED THAT CRITERIA 
OF UNDERSTANDING BE CHANGED AS FOLLOWS AND THAT PRODUCTS 
NOT MEETING CRITERIA BE REMOVED FROM UNDERSTANDING: 

A) $375,000 CRITERION.SHOULD BE ADIUSTED ANNUALLY BY A 
COEFFICIENT TAKING INTO ACCOUNT CHANGE IN VALUE OF US 
DOLLAR. THE ISRAELIES BELIEVED $425,000 WOULD BE SUITABLE 
AT THIS TIME. B) AN ADDITIONAL CLAUSE SHOULD BE ADDED TO 
THE CRITERION THAT THE ECS SHARE OF IMPORTS BE 10 . THIS 
WOULD REQUIRE THAT TOGETHER EC AND US IMPORTS REPRESENT 
50 OF THE TOTAL OF AN ITEM, TO AVOID THE BENEFITS BEING 
GIVEN TO OTHER (READ FAR EASTERN) COUNTRIES. 
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5. US REBUTTED THIS WITH DISCUSSION OF UNPOPULARITY OF GSP 
IN US AND PROBLEM OF GIVING PREFERENCES TO COUNTRY THAT 
ITSELF PROVIDES PREFERENCES TO DEVELOPED COUNTRY WHICH 
HURT US EXPORTS, AS WELL AS SEVERAL INCONSISTENCIES IN 
FIGURES IN ISRAELI TABLES. FOR EXAMPLE, ONE TABLE CLAIM- 
ED THAT US SHARE OF ISRAELI IMPORTS OF PRODUCTS COVERED 
BY UNDERSTANDING HAD INCREASED FROM 50 IN 1976 TO 59 IN 

1977, WHICH DEMONSTRATED THAT PRODUCTS WERE IMPORTANT TO US 
AND THAT PREFERENCE TO EC (OR LACK OF SAME) MADE A 
DIFFERENCE. US SIDE PROPOSED THAT WE HOLD FURTHER CON 
SULTATIONS ON ISRAELI PROPOSAL LATER, AFTER US HAD HAD 
CHANCE TO ANALYZE PROPOSAL. IN ADDITION, US SIDE POINTED 
OUT THAT THERE WAS INTEREST ON US SIDE IN LOWERING THE 
10.5 CRITERION OF DUTY LEVEL, AS WELL AS ADDING ADDITIONAL 
PRODUCTS TO -1ST HAT NOW MEET CRITERIA. US SIDE ALSO 
ASKED FOR ISRAELI CONCORDENCE AND LATEST STATISTICS ON A 
NUMBER OF PRODUCTS. 

6. REGARDING SPECIFIC TEXTILE ITEMS WHERE PROBLEMS VIS- 
A-VIS REVERSE PREFERENCES AND UNDERSTANDING MOST URGENT, 
AFTER US PRESENTATION. COHEN STATED THAT US ONLY HAD CASE 
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ON TWO ITEMS 5509-9900 AND 5607-1090, AS OTHERS NO LONGER 
MET CRITERIA. HOWEVER, ON TH;SE TWO ITEMS, FAR EAST HAS 
BIG SHARE, AND WOULD 0ENEFIT GREATLY WERE ISREAL TO DO 
WHAT US ASKED. ON CORDOROY, NEW PLANT HAD JUST STARTED 
UP IN ISRAEL. WHICH WAS WHY US SHIPMENTS HAD FALLEN, NOT 

BECAUSE OF PREF:RENCE TO EC. 

7. DRAWING ON STATITICS PROVIDED BY ISRAELIS. US SIDE 
DEMONSTRATED THAT IN FACT PREFERENCE ON THESE THREE ITEMS 
HAD MADE DIFFERENCE. FOR EXAMPLE, ON CORDOROY, IN FIRST 
4 MONTHS OF 1978, IN SPITE OF NEW ISRAELI PLANT, EC SHIPP- 
ED AT THE SAME RATE AS IN 1977, WHEREAS US SHIPMENTS WERE 
ONLY 1/3 OF 1977 RATE. 
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8. ISRAELIS STATED THAT THEY WERE PREPARED TO PHASE OUT 
THE DIFFERENCE BETWEEN THE EC AND MFN RATE OVER THE NEXT 
YEAR ON THE TWO ITEMS THAT CONTINUE TO MEET THE CRITERIA. 

US REPLIED THAT THIS IS NOT SATISFACTORY. WE NEEDED 
SOMETHING FASTER, AND WE NEEDED SOMETHING ON CORDOROY, 
WHERE THERE WAS BIG POLITICAL PROBLEM, AS WELL. ISRAELIS 
FINALLY STATED THAT THEY WOULD MAKE NECESSARY ADJUSTMENTS 
TO EQUALIZE EC AND US RATES ON TWO PRODUCTS MEETING 
CRITERIA AS WELL AS CORDOROY, ALTHOUGH THEY WERE NOT 
SPECIFIC ON HOW THEY WOULD DO THIS. WHILE US EXPRESSED 
PREFERENCE FOR IMMEDIATE REDUCTION OF US RATE TO EC RATE, 
ISRAELIS APPEARED TO BE LEANING TOWARDS INCREASING EC 
RATE TO US (MFN) RATE BECAUSE OF THEIR POLITICAL PROBLEMS 
WITH LOCAL TEXTIL: INDUSTRY. IT WAS AGREED THAT DELEGA- 
TIONS WOULD BE BACK IN TOUCH IN IMMEDIATE FUTURE THROUGH 
EMBASSIES AFTER REFLECTION AND DISCUSSION WITH RESPECTIVE 
TEXTILE INDUSTRIES. VANCE 
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